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New York, October, 1920Vol. V
IN any profession, success de­
pends upon two m ajor qualifi­
cations—the possession of tech­
nical equipment and skill, and 
the ability to secure the oppor­
tun ity  to exercise such equip­
ment and skill. Each qualifi­
cation strengthens the o th e r;
neither, w ithout the support of the other, w ill 
advance the practitioner nearly as far in any 
line as will the two in combination.
Consider any one of the
older professions—law, for 
example. Every large city 
is full of lawyers that know 
the law, many of whom are 
eking out a scanty liveli­
hood either in independent 
practice or as salaried em­
ployees of some legal firm 
or business concern. W hy 
is this the case? Because, 
being exclusively techni­
cians and specialists, they 
are lim ited in ability on ac­
count of meager opportuni­
ties to apply their knowl­
edge. T heir services are 
usually to be had whenever 
somebody else provides 
them w ith an estate to be 
settled, a case to be tried, 
and the like. B ut let them  demonstrate the 
ability to “ swing business,” and it will not be 
long before they become successful in their own 
practice or secure a partnership which seeks 
them out.
The same th ing holds true in the newer pro­
fession of Accountancy. An accountant must, 
of course, know what he is about, technically, 
whenever he undertakes an accounting service 
—for example, the supervision of an audit, the 
preparation of a tax statement, or the installa­
tion of a system. The importance of being able 
to deliver the goods can not be overestimated. 
Accountancy has no more room for quacks and 
superficial workers than has any other real pro­
fession. However, this m atter is p retty  gen-
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erally understood; brief reference to it is 
enough.
B ut there m ust also be the opportunity  to 
exercise technical skill and service; otherwise, 
knowledge and train ing have little  asset value. 
An accountant may be a wonder in respect to 
possessing technical knowledge, but if he relies 
exclusively upon somebody else to provide the 
work for him to do, his value is considerably 
less than that of the man who possesses both 
technical knowledge and the ability to m arket 
it advantageously, either 
for him self or for his firm.
Generally speaking, ac­
countants who are content 
to rest their prospects of 
advancement on their rec­
ords of technical accom­
plishment, unless such rec­
ords are exceptionally note­
worthy, remain in salaried 
positions all their lives. 
Sometimes, to be sure, they 
rise to a partnership, but 
only when there is some­
body else in the firm who 
can be counted on to bring 
in the work.
On the other hand, the 
accountant who, because of 
his instinct for service to 
his clients, can point out 
their needs for fu rther accounting work and 
convince them that it will be to their advantage 
to have it done, or, who, because of his social 
or business friendships, can enlarge his pro­
fessional clientele, finds his services in great 
demand. H is firm usually takes him into part­
nership in order to hold him ; or he very often 
goes into the practice of Accountancy for him ­
self, and makes a success of it almost from the 
beginning.
Indeed, so far as lawyers or accountants—or 
any other professional men and women, for that 
m atter—are concerned, the ability to secure 
practice often outweighs, as a success factor, 
technical train ing  and experience. The reason 
is the operation of the law of supply and de-
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mand. Technical ability, supremely 
im portant though it is, especially 
when the practitioner can exercise 
it in a supervisory manner, is usu­
ally to be had on a salary basis; whereas the
ability to interest and secure clients of the righ t 
kind, w ith proper regard for professional ethics, 
is a relatively rare commodity, and, conse­
quently, in a measure fixes its own term s of sale.
Now, ju st what is meant by the ability to 
secure Accountancy practice in an ethically 
proper way? In some respects, th is is a deli­
cate m atter to define and discuss, because much 
depends upon the individual accountant’s idea 
of “ ethics.” Needless to say, there should be 
no lowering of the conception of what is ethic­
ally proper as defined by The American In sti­
tu te  of Accountants, and as practiced by the 
leaders of the Accountancy profession through­
out the country. I t  is a truism  to observe that, 
once high ethical standards give way, any pro­
fession begins at once to cease to be a pro­
fession.
Active solicitation of new practice by means 
of the “ sign-here ” m ethod is, of course, to be 
condemned. The “ knocking ” of competitors, 
naturally, should never be done. A ttem pts, 
even though indirect, to take practice away 
from other firms by the cutting  of fees or 
through the influence of a recently employed 
staff member are highly indefensible. And, 
while there is a difference of opinion about the 
propriety of newspaper and magazine advertis­
ing and of soliciting “ new business ” by cir­
cularizing lists of names, the leading practi­
tioners do not do these things any more than 
leading lawyers and engineers d o ; and the 
weight of opinion is decidedly against such 
practices, as tending to commercialize and 
cheapen the profession.
Of course, every practitioner, whatever his 
profession, m ust depend in the main for the 
extension of his practice upon the high quality 
of his technical service. This is the way in 
which good-will is generated and spread, and 
good-will means, in the long run, not only the 
retention of old clients, but the attraction of 
new ones. Upon th is indisputable fact, many 
of the leading practitioners of Accountancy 
have been content to rest their case in respect 
to professional growth and expansion; and the 
results have justified their high conception of 
professional ethics.
The above view-point toward the ethics of 
securing new clients is, of course, the view­
point that keeps Accountancy a profession. 
Still, there are certain supplem entary things 
which, in the opinion of the w riter, can, w ith
perfect ethical propriety, be done 
in order to secure practice.
There is the m atter of social and 
civic activities, for example. So 
far as “ ethics ” is concerned, no objection can
possibly be raised to an accountant’s joining 
various clubs and societies for the sake of en­
larging his acquaintanceship. The same applies 
to his taking a prom inent part in the community 
activities of the place where he lives. In  this 
way, it soon becomes known that he is a pro­
fessional accountant; and, if he makes a favor­
able impression upon those w ith whom he is 
brought in contact, he gradually secures new 
clients, w ith the clients themselves taking the 
initiative in the m atter.
Technical addresses and lectures, newspaper 
and magazine articles on m atters of technical 
interest, technical pamphlets and books—all 
these are legitim ate ways of coming to the 
favorable notice of people, and of laying the 
basis for professional development and success. 
I t  is taken for granted, of course, that in activi­
ties of this kind, the accountant makes no a t­
tem pt whatsoever to solicit new clients for him ­
self or his firm. He contents himself, if he is 
“ ethical,” w ith the mere announcement of his 
professional degree and connection.
New professional work can often be secured 
w ith ethical propriety in another way. Take 
the case of a senior accountant m aking an audit 
for a firm which, in his opinion, is duplicating 
effort and wasting time and money because of 
a faulty  accounting system or plan of manage­
rial control. The accountant can do one of two 
th ings—he can finish his audit and say nothing 
about the need of a new system, or, he can point 
out, possibly after consultation w ith his supe­
rior, what should be done for the managerial 
benefit of the firm. The accountant w ith the 
nose for new work will, of course, choose the 
la tte r alternative; and he will be acting w ith 
ethical propriety, for his suggestions, if carried 
out, will result in a most valuable service to the 
client. Incidentally, the doing of the work 
brings new practice to his own firm. All this 
is righ t and proper; it is the law of develop­
ment, of growth.
An illustration comes to mind. A year or 
two ago, a well-known New York firm of ac­
countants sent a senior from their staff—a 
young but aggressive accountant—to audit the 
accounts of a public-service corporation in a 
small New England city. This young man, as 
a result of his auditing work, saw that it would 
be to the great advantage of the company to 
change its office procedures and its system of 
keeping accounting records. The new work was 
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MANY of the graduates 
of Pace Institu te , 
W ashington, New York 
and Boston, and of the 
affiliated schools, either 
are college graduates
or have had a year or two of col­
lege training. The great m ajority  
of these college-trained men and 
women have found the study of Ac­
countancy and Business A dm inis­
tra tio n  to be the means of attaining 
professional or business success 
w ithout the loss of tim e or voca­
tional headway.
A rthur L. Philbrick, C.P.A. 
(M o.), a Pace graduate, is an ex­
ample of how successfully a col­
lege-trained man can tu rn  A ccount­
ancy train ing  into a m arketable as­
set. The outstanding facts in Mr. 
Ph ilbrick’s career are not w ithout 
in terest.
Mr. P h ilbrick  was born in M ed­
way, Mass., in 1880. He was grad­
uated from  the Som erville (M ass.) 
English H igh School in 1899, and 
from  Brown U niversity, w ith the 
degree of Ph.B., in 1903. In  his 
academic studies, he developed the 
capacity for stra igh t thinking and 
for painstaking a tten tion  to details 
—qualities that have always stood 
out in his professional work.
A fter leaving college, Mr. P h il­
brick entered the new spaper field 
for a time, being a repo rte r and a 
copy w riter for four years, part of 
the tim e w ith The Providence Jour­
nal and p art of the tim e w ith The 
Boston Herald.
He then decided that new spaper 
work did not hold out as alluring a 
fu ture as he had at one tim e 
thought. He took a vocational in­
ventory of him self—his tem pera­
m ental tra its , his natural in terests, 
his developed qualities—and he de­
cided to become a professional ac­
countant.
A ccordingly, in 1908, Mr. P h il­
brick joined the technical staff of 
P rice, W aterhouse & Co., in New 
York. He began studying the Pace 
Course during his personal over­
tim e; he com pleted his studies and 
received his certificate of gradua­
tion two years later.
In the meantime, he rem ained 
w ith Price, W aterhouse & Co., for 
the m ost part in their St. Louis of­
fice, where he made a notable rec­
ord as a broad-visioned accountant. 
I t  was while living in St. Louis tha t 
Mr. P hilbrick  passed the M issouri 
exam inations for certified public 
accountant and received his p rofes­
sional degree.
In 1914, a fte r a six years’ con­
nection w ith Price, W aterhouse & 
Co., Mr. P h ilbrick  became a senior 
accountant on the professional staff 
of H om er S. Pace, New York—a 
connection tha t he gave up only to 
go into practice for himself.
In  1916, Mr. P hilbrick  went to 
Providence, R. I., and entered a 
partnership  for the professional 
practice of Accountancy, the other
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partners being A lfred  P. W ard, 
Lewis G. Fisher, and H am ilton L. 
C arpenter, under the firm name of 
W ard, F isher, C arpenter & P h il­
brick. F rom  its organization, the 
firm has been very successful; it 
now has a perm anent technical staff 
of more than th irty  m e n ; and re ­
cently, it opened a branch office in 
Boston. Business has come in so 
rapidly tha t three members of the 
staff have also been taken into p a rt­
nership—W illiam  H. Segur, C lar­
ence W. Scott, and E rnest L. Good­
man. Mr. P h ilbrick’s professional 
knowledge and capacity for mak­
ing friends have played no small 
part in the expansion of the activ i­
ties of the firm.
A rthur L. Philbrick, C.P.A. 
(M o.)
W ard, Fisher, Carpenter & P h il­
brick, Public Accountants, 
Providence, R . I.
Mr. P hilbrick  has had wide and 
successful experience as a teacher 
of Accounting. He was a valued 
member of the Accounting Faculty  
of the St. Louis In stitu te  of Ac­
countancy (Pace Courses) and of 
Pace Institu te , New Y ork; and for 
two years he has been an instructor 
in Accounting (Pace Courses) at 
Brown U niversity, where he has 
been reengaged for this year. In  
1917, he taught one of four classes 
tha t were held during the summer 
at H arvard  U niversity  for naval in­
spectors.
Mr. P hilbrick  is the author of 
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two articles which have appeared 
in The Journal o f A ccountancy: 
one, entitled  “ A ccountants and the 
Use of E n g lish ” ; and the other, 
“ The V erification of Inventories.”
W hen Am erica entered the war, 
Mr. P h ilbrick  offered his services 
a t once. A ccordingly, in O ctober, 
1917, he was com missioned a cap­
tain of engineers and was sent 
overseas. He was stationed at Gen­
eral H eadquarters at Chaum ont; a t 
H eadquarters, Services of Supply; 
and for a year in Paris. He was 
an auditor for the E ngineer D is­
bursing Office, and traveled  
throughout F rance and into Spain 
on auditing assignments. Later, he 
was connected w ith a departm ent 
which was engaged in the se ttle ­
m ent of contracts w ith F rench com­
panies. H e le ft F rance on Ju ly  5, 
1919, and was dem obilized on Ju ly  
17, 1919.
Mr. P h ilb rick ’s observations on 
Accountancy, and especially on the 
im portance of th a t professional 
study, are w orth reading:
“ A ccounting is one of those rare 
lines of w ork in which study is 
necessary in order to  get a start, 
and in which study is necessary in 
order to keep up w ith one’s asso­
ciates. F or those who are begin­
ning, the study of only a few of the  
great many different features of ac­
counts gives a reserve of knowl­
edge; and knowledge, in turn, gives 
strength  and confidence—and these 
last as long as life. These in te l­
lectual and m oral reserves are the 
only things acquired in youth which 
can never be taken away, and a cer­
tain  am ount of knowledge of ac­
counts has the added advantage of 
being convertible into money 
enough to provide a com fortable 
living, but hardly ever enough to 
make a man rich, w ithin the pres­
ent meaning of tha t term .
“ No one can progress very far 
in this subject of accounting w ith­
out study. One may reach a certain  
condition, bu t he is always lim ited. 
I f  he has form ed habits of study 
through learning from  books the 
ideas of others relative to  asset and 
liability, income and expenditure, 
costs, auditing, and other branches 
of Accountancy, these are the habits 
tha t he w ill have in middle age and 
in his m ature years. H is m ind is 
seasoned w ith the best thoughts of 
others, no t only in m atte rs relating  
to accounts, but in many other 
fields; for, once th is habit is 
formed, there is no lim it to the 
range of his in terests. The w orld 
is w ider and the sky is higher for 
him than ever before.
“ So, from  a m aterial point of 
view and from  a purely academic 
point of view, the study of accounts 
brings rew ards tha t may be rich in 
dollars and cents, but which are 
sure to  be rich in treasures tha t 
have been passed down through the 
ages to our day for our profit and 
enjoym ent.”
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IN the much praised 
days of old, the 
people led simple 
lives. T heir wants 
were few. Their
needs were still fewer. Trade 
was mostly barter. The indi­
vidual predominated. Combi­
nations for business purposes 
were not necessary.
As the population of the world increased, the 
problems and needs of hum anity became more 
complex. M ethods of doing business changed. 
The sole proprietorship m ethod was superseded 
by the partnership, which, in turn, gave way to 
the lim ited partnership and the joint-stock as­
sociation. Then, because of the pressing need 
of expansion in commercial and financial un­
dertakings, the corporation came into existence; 
and, at the present time, the corporation, as a 
business m ethod of organization, is nearly per­
fect in form and in substance.
This perfection in the corporate enterprise 
has been seized upon by the Government as a 
source of revenue. Taxation of corporations 
has poured into the treasuries of the various 
states and into the Federal Government a wealth 
greater than that of the Indies. Taxation has 
indeed become a burden, and, because of op­
pressive legislation in many of our states, Big 
Business has turned to some other method of 
conducting its affairs than by means of the 
corporation.
To avoid the lim itations of a sole trader and 
the hazards of a partnership, Business has 
resorted to the old laws of M assachusetts for 
the creating of tru sts  in real and personal prop­
erty. This form of business organization, where 
property or money was given to trustees to 
manage and do business with, was held for many 
years, in Massachusetts, to be a partnership, 
the reasoning being tha t there was no form or 
organization that intervened between a partner­
ship and a corporation. The association which 
thus transferred  its property to trustees was 
not a corporation, and hen ce, its members were 
held to be partners.
This rule has been overturned, and now, un­
der properly drawn papers, a voluntary asso­
ciation may be created in the form of a trust. 
These associations are not corporations, and do 
not report or pay taxes under Federal law for 
the taxation of corporations; and they are not 
partnerships, since the state of M assachusetts, 
th ro u g h  its  le g is la tu re , has com e to  reco g n ize  
the  existence of these trusts independent of 
partnerships.
The organization is formed by making and 
executing an agreement, known as the “ Articles 
of Association,” coupled w ith a “ Declaration 
o f T rust.” The purpose and scope of these two 
documents may be best understood by setting 
fo rth  a typical example of each:
A rtic les  
o f A sso­
ciation
American Synthetic Flavor 
Association .
We, the subscribers hereto, do 
hereby form ourselves into a vol­
untary association, known as the
American Synthetic Flavor Association, which 
said Association shall continue in existence for 
the term  of 25 years from the date of these 
articles.
The general objects for which th is Associa­
tion has been formed are contained in a Declara­
tion of T rust, bearing the same date as these 
A rticles of Association, and to be filed sim ul­
taneously w ith said article in the office of the 
Commissioner of Corporations for the state of 
Massachusetts.
Membership in this Association shall be evi­
denced by a Certificate of In terest to be issued 
by the president of the Association and counter­
signed by the secretary, which certificate shall 
be in the following form :
Certificate of In terest in the American Syn­
thetic  Flavor Association.
This is to certify  that W illiam  F. Sherman is
the owner of ......................  full paid and non­
assessable units of in terest in the American 
Synthetic Flavor Association, transferable only 
on the books of the Association by the owner 
thereof, or his duly authorized attorney-in-fact, 
upon the surrender of th is certificate properly 
endorsed. This Certificate of In terest is sub­
ject to the provision contained in the A rticles 
of Association of the said American Synthetic 
Flavor Association, dated Ju ly  7, 1920.
No member of th is Association, or owner, or 
pledgee of th is certificate shall have any au­
thority  or power to bind th is Association or 
any member thereof; and no member of this 
Association shall be liable for any debts, ac­
tions, claims, demands, contracts, agreements, 
or violations of legal righ ts of th is Association.
In  W itness W hereof, the said Association has 
caused th is certificate to be signed by its duly 
authorized officers, and to be sealed w ith the 
seal of the Association. Dated the ..........  day
Name
Objects
Certificate 
o f In terest
of ...................... , 19...
A ttes t: PR E SID E N T .
A s s o c i a t i o n ...............................................................
seat SECRETARY .
The to tal membership of th is Association 
shall be lim ited t o ...............  Any person hold­
ing one or more Certificates of In terest herein 
recorded in his or her name on the books of 
the Association shall be deemed a member 
hereof. The transfer of such ownership on the 
books of the Association shall determine such 
membership.
The management and control of the affairs 
of th is Association shall be vested in a board
Member­
ship
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Commer­
cial
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(Continued)
of managers consisting of fifteen 
members, each of whom shall be 
the owner of record on the books 
of the Association as owning at
Board o f 
Managers
Vacancies
Powers
Declara­
tion o f 
T rust
least ten units of in terest in the
Association, who shall be elected by a m ajority 
of the units of interest represented by the mem­
bers present at a regular m eeting of the certifi­
cate holders called for that purpose before the 
expiration of the term  of the first board of man­
agers. The first board of m anagers shall be 
composed of the following named persons, to 
serve from the date of the organization for a 
period of three years, or until their successors 
are elected. They shall become m anagers 
hereof by becoming the holders of fifteen Cer­
tificates of In terest in the A ssociation:—
Names Addresses
Any vacancy in the membership of the board 
of managers, however occasioned, shall be filled 
by the president for the unexpired term  of the 
form er incumbent.
The board of managers shall have no power 
to bind the certificate holders or members of 
the Association personally. The individual 
members of th is board or association shall not 
be liable, personally, for any of the obligations, 
contractual or otherwise, of th is Association, 
and in every w ritten  contract of the board of 
managers relating to the members, or the prop­
erty  of the Association, or any part thereof, 
reference shall be made to the Declaration of 
T rust. The individual, firm, or corporation con­
tracting  w ith the board of managers shall look 
only to the tru st funds and property, legal or 
equitable, of th is Association for the payment 
of any debt, or any money that may be due and 
payable in any way, by reason of such contract 
or undertaking.
The rem aining provisions of the A rticles of 
Association provide for the voting power of the 
certificate holders; enumerate the officers, and 
prescribe their respective duties; provide for 
the trustees and their election ; specify the form 
of the common seal of the Association and the 
offices of the Association; and provide for the 
declaration of dividends and for dissolution.
The “ Declaration of T rust ” is set forth  in 
full, in order that its importance and scope may 
be ascertained:
American Synthetic Flavor Association .
A n  A greem ent and Declaration o f T rust 
made in duplicate th is 7th day of Ju ly , 1920, by 
and between the parties hereto establishing the
American Synthetic Flavor Association.
A rtic le  I. The trustees under th is agreement 
shall be, and remain such until changed, as 
hereinafter provided: W illiam  D. Bend, James 
S. Strong, John F. Roberts, each of whom shall 
sign th is instrum ent, which act shall be con­
clusive as to their appointm ent and acceptance 
hereunder.
A rtic le  I I .  W illiam  D. Bend, 
James S. Strong, and John  F. Rob­
erts, the trustees hereunder, shall 
hold the title  of all real estate and 
personal property  acquired, and to
be acquired, under th is trust, and shall execute 
all conveyances, assignments, transfers, and in­
strum ents affecting the same for the purposes 
of the trust, and shall exercise all of the powers 
vested in them as such trustees.
A rtic le  I I I .  I t  is expressly understood and 
agreed that no title, interest, or estate in any 
land, buildings, or other property held by the 
said trustees at any time hereunder, is to vest 
in any of the shareholders, but the same is to 
be and to remain in said trustees and their suc­
cessors; that the sole right, claim, and interest 
of each shareholder shall be in the contract of 
the trustees hereunder to hold, manage, and dis­
pose of said property, and account for the in­
come and proceeds thereof in the m anner pro­
vided for in th is in strum en t; and tha t the shares 
represented by the certificates, therefore, are 
to be and remain, as to title, personal property 
only, and held, bequeathed, assigned, disposed 
of, and distributed as personal estate.
A rtic le  IV . The term s “ said tru s te e s” and 
“ the trustees ” whenever used shall mean the 
trustees above named, or whoever may be tru s­
tees for the time being.
A rtic le  V. All powers vested in the trustees 
may be exercised by a m ajority of the trustees 
or by the survivor or continuing trustee in the 
event of a vacancy.
A rtic le  V I. The term  “ shareholders ” used 
in th is instrum ent shall mean the holder of a 
Certificate of Members Beneficial In terest is­
sued by the Association. Every holder of such 
a share or shares becomes a party  hereto upon 
receiving a certificate therefor, and ceases to 
be a party  hereto upon parting w ith the same. 
The death of any shareholder during the con­
tinuance of this tru st shall not operate to deter­
mine the trust, nor shall it entitle the legal 
representative of such deceased shareholder to 
an account or to take any action in the courts, 
or otherwise, against the tru s t or tru stees; but 
the executors, adm inistrators, or assigns of the 
decedent shall accede to all the righ ts of the 
decedent under this tru st upon proper proof of 
title ; and until such transfer, the trustees may 
deal w ith the record owner thereof as shown by 
the books of the Association, and such dealings 
shall be conclusive upon all parties.
A rtic le  V II .  The purposes of th is tru s t shall 
be:—
(a) To engage in the management of all 
kinds of farm  lands, fru it plantations, orchards, 
farms, or such other business as may be advan­
tageously managed by the trustees; to own, 
sell, and operate lands of all k inds; to con­
struct and operate all kinds of m achinery, fac­
tories, or laboratories; to hold, sell, trade in, 
or hypothecate properties and shares of cor-
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Q
A
Q uestion
and
A n s w e r
D ep a rt­
m e n t
TH IS  D e p a r tm e n t  
does not publish 
answers to all of 
the questions re­
ceived, but only to those which 
we deem to be of general in­
terest to our readers. A com­
munication, in order to receive
attention, m ust contain the name and the ad­
dress of the person asking the question.
ONE of the students of Semester C, Pace Institu te, New York, has w ritten  as fol­lows to the In stitu te :
“ I should greatly appreciate some advice 
relative to the possibilities and opportunities 
available for the proper studying of banking, 
banking law, bank accounting, and any other 
related subject.
“ The reason I ask for th is advice is this. A 
relative of mine holds a high position in a 
financial corporation whose intention it is to 
expand into a commercial bank. He recently 
advised me of this plan, and told me that if I 
would prepare I m ight be in line for a respon­
sible position.
“ I should therefore like to obtain detailed 
advice on the following, if possible:
“ W hat courses should a young man, an ac­
counting student, take to prepare for a position 
in this calling?
“ W hat opportunities m ight there be for an 
accountant in a bank? By that, I mean to what 
positions m ight he ascend because of his ac­
counting knowledge and studies, as referred  to 
in the first paragraph of th is letter?
“ I have never worked in a b an k ; so you can 
readily see that my knowledge of th is m atter 
is very limited.
“ I do understand, however, that there are 
many departm ents in a bank where there is very 
little  opportunity  to advance, and I do not wish 
to make the mistake of entering any one of 
these departm ents.”
Mr. Homer S. Pace replied personally, in part, 
as fo llow s:
“ Your le tte r of June 22nd has been referred 
to me for answer. The best preparation for 
banking of which I have knowledge is the full 
five-Semester course that you are now taking. 
Certainly, a comprehensive knowledge of law, 
including corporation law, banking law, and 
negotiable instrum ents, taught by able, prac­
ticing attorneys, is a splendid foundation for 
success in banking.
“ A knowledge of accounting, which enables 
one not only easily to comprehend the simple 
accounting procedures in a bank, but also to
analyze financial and profit and loss 
statements, is a very im portant ad­
ditional equipment. The routine of 
banking itself is easily acquired as 
a m atter of experience, and advancement comes 
much more readily when the experience is 
backed by fundam ental knowledge of the sort 
I have indicated.
“ W hen you are once in the banking work, 
certain specific bank courses are given by the 
American In stitu te  of Banking, which would 
be of use. However, in several of these local 
bank clerks’ associations, we have given our 
Accountancy Course as a regular part of the 
work, which indicates the importance in which 
it is held by banking officials. W e taught our 
courses in the Baltimore Chapter for several 
years, and the New York Chapter has had the 
m atter under consideration several times. W e 
have had hundreds of students from banks, in­
cluding many who occupied high positions.
“ So far as opportunities in banking are con­
cerned, many remarkable successes have been 
made by young men in the banking field during 
the past few years. There is, of course, some 
danger in getting  into a routine and restricted 
position, but my observation has been that men 
w ith good fundam ental knowledge of law and 
accounting move readily into the high posi­
tions. The man who is held to the routine 
position is generally the one that has not ac­
quired a knowledge of fundam ental principles of 
law and accounting—the man who has not devel­
oped himself beyond the routine duties of the 
position which he fills.”
WIL L  you please suggest to me a method 
of handling notes sold? These promis­
sory notes are made payable at our office, and 
are secured by a chattel mortgage. They are, of 
course, contingent liabilities upon us. W ill you 
please also advise me as to the best method of 
handling unrealized profits on instalm ent sales? 
These profits, as they affect income, will be 
found in Section 42, Regulations 45, Income-Tax 
Law. I can readily understand how to figure 
the deductions for these unrealized profits on 
instalm ent sales, but the method of procedure 
required to bring these amounts on the books 
is not quite clear. Our business is tha t of deal­
ing in instalm ent sales of automobiles and auto­
mobile trucks.
A method which has been found workable in 
connection w ith taking in the instalm ent sale 
is to m aintain a Sales Register. This Sales 
Register could contain columns as fo llow s: 
Contract Number, Date of Sale, Name of Cus­
tomer, Details, Total Amount of Sale, twelve or
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more columns, one for each month.
The Customer’s account on the
Customers’ Ledger would be 
charged from the Amount column.
A t the end of the month, entry would be passed 
to the General Ledger, as follows:
A C C O U N T S  R E C E IV A B L E  C O N T R O L  $ xx
T o  S A L E S  ................................................  $ xx
D E F E R R E D  S A L E S  ..............*.. xx
The amount charged to Accounts Receivable 
Control would be the total amount of sales made 
for the month. The amount credited to Sales 
Account would be the instalm ent falling due 
in that month, and the amount credited to De­
ferred Sales would be the total of the D eferred 
M onths’ columns.
On the last day of the next month, the amount 
of income entered in that m onth’s column which 
applied to sales made in preceding m onths 
would be transferred  to the Sales Account by 
an entry in the Journal, as follows:
D E F E R R E D  S A L E S  ...................................... $ xx
T o  S A L E S  ................................................  $ xx
I t  w ill be seen that the Deferred Sales Ac­
count thus records the amount of the sale 
which is considered as applicable to succeeding 
periods.
W ith  respect to the Accounts Receivable, a 
Notes Receivable Account may be raised and a 
Journal entry  for the total amount of notes 
taken m ight be passed, as follows:
N O T E S  R E C E IV A B L E  .............................  $ xx
T o  A C C O U N T S  R E C E IV A B L E
C O N T R O L  .......................................... $ xx
The individual accounts in the Customers’ 
Ledger would then be credited w ith the amount 
of the notes taken.
However, under circumstances such as those 
you outlined, it is not essential that the Notes 
Receivable Account be raised. The notes are 
considered more or less in the nature of addi­
tional security for the account rather than spe­
cifically as ordinary trade notes receivable. In  
order to determine the notes receivable on hand, 
however, a memorandum notation could be made 
on the Customer’s Ledger Account. W hen the 
notes were sold, entry could be passed (prob­
ably from the Cash-book) charging Cash and 
Discount and crediting the customers whose 
notes were sold.
An entry could be made in a memorandum 
book showing date of note, name of customer, 
amount of note, interest to m aturity, m aturity  
date, and date the note was sold. W hen the
note had m atured and it was known 
that the note had been settled, entry 
could be made in th is memorandum 
book showing that it had been paid
by the customer.
I f  it were desired to present a Balance Sheet 
separating the accounts receivable secured by 
notes from those not so secured, the inform a­
tion can readily be compiled from  the pencil 
notations w ith respect to notes which appear 
on the custom ers’ accounts, as mentioned above.
C L IE N T ’S business is that of accepting 
trade acceptances in payment of accounts
receivable. He then discounts them at the bank 
and retains the privilege to collect them  and 
then tu rn  the funds over to the bank. The bank 
has given him permission, verbally, to do this. 
He said he thought each payment should be 
kept separate and taken to the bank; I told 
him ju st to take the payments and merge them 
w ith his other cash until the trade acceptance 
became due, and then give them back a check 
for it. The bank now holds that he is com­
m itting  a criminal offence in holding the money 
in th is way. They do not, however, want to 
hold him up in the least, and m erely explained 
the situation to him ; but am I in wrong in 
telling him that he could do this, and if I am 
wrong, please tell me how and why? As I see 
it, the trade acceptances are not due, and there­
fore are not payable. He has a verbal agreement 
w ith the bank to collect them, and in doing so, 
is acting as their collecting agent and is re­
sponsible only for the money collected, and is 
not responsible for th is until the acceptance 
becomes due. Please explain.
Often, accounts are assigned to banks as col­
lateral security for a note. By arrangement, 
the borrower collects the accounts and rem its 
to the bank, because were the bank to collect, 
it would injure the borrow er’s credit. These 
payments on account of indebtedness should be 
paid to the bank as fast as they are collected by 
the borrower, even though the due date of the 
note is a t a fu ture date.
W e never heard of a procedure, as outlined, 
applying to trade acceptances, but th ink the 
same procedure could be followed. In  our 
opinion, the borrower had no righ t to w ithhold 
the money. But we are not ready to say that 
in w ithholding th is money he committed a crime. 
The reasoning is that the borrower, having 
turned the acceptances over to the bank, is 
under the necessity of tu rning the proceeds 
over to the bank as soon as the collection is 
received, since he no longer had title  to the 
proceeds.
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HE ’S been away for a m onth; he 
had a nervous breakdown; and 
I don’t know when he’ll retu rn .” 
So the inform ation clerk tersely 
told me when I dropped in to 
see my good friend A of the 
XY Company. On my way back 
to my office, I began to th ink  of
other business friends who, during the past year 
or so, had found it necessary to quit work and 
take a long rest for the restoration of worn-out 
nerves. I listed twenty-six offhand—all of 
them  between twenty-five and forty  years old, 
and all the victims of overwork. Most of them 
have lately returned to their various positions, 
but no one of them is much more than half the 
man as to physical v itality  and nervous energy 
that he was before his breakdown.
A pity, isn’t  it? I t ’s so foolish, so short­
sighted, th is toiling on night and day, m onth 
in and m onth out, w ith thought only upon our 
work. Nature always exacts her toll eventu­
ally, if we neglect recreation and variety of 
mental in terests; and often tha t toll is a severe 
one. A beneficent Creator never intended that 
the delicate mechanism of the human brain and 
body should attune itself only to the vibrations 
of work. W e were made also w ith the capacity 
to enjoy, indeed, to require, other things than 
work—for example, the theater, the beauties of 
nature, good books, social intercourse w ith  fel­
low humans, physical relaxation, and community 
and civic service. I f  we starve all th is sort of 
th ing  out of our lives because of our devotion 
to  our daily work, i t’s only a question of time 
before the inevitable breakdown will begin to 
show signs of creeping upon us.
This is no plea for “ soldiering on the job,” 
or for a minimum-hour day. W hen we work, 
le t’s work as hard and concentratedly as pos­
sible, w ith a carefully planned goal of endeavor
always before us. B ut let us cultivate also the 
habit of leaving our work behind us when we 
leave the office. And, most im portant of all, 
let us system atically set aside time enough 
every week to refurbish our body and freshen 
our nerves. One result w ill be th a t our work 
won’t  suffer, after all, because while we work, 
we’ll accomplish vastly more than we otherwise 
could. Isn ’t  th is the counsel of common sense?
Y OU can learn something from everybody you talk  to. The best informed man I ever knew left school and w ent to work 
when he was ten  years old. Being natu r­
ally of an inquiring tu rn  of mind, and be­
ing conscious, too, of his lack of what most 
people term  “ educational opportunities,” he 
made it a point to develop his m ind partly  
by discussing the other fellow’s work and in­
terests w ith  him. T his practice he has kept 
up for forty  years, w ithout, of course, ever 
being im pertinently personal in his inquiries. 
The result is that he possesses a marvelous 
fund of knowledge over an unbelievably wide 
range of subjects; and a by-product—perhaps, 
a m ajor product—that he has acquired is a to l­
erant, because an understanding, a ttitude to­
ward the foibles and weaknesses of humanity.
Our eyes are made to observe with, our ears 
to listen with, our tongues to talk  with, our 
minds to th ink  with. W hen we put all four 
of these functions to working together, we 
needn’t  waste time in bemoaning our lack of 
early educational opportunities—we are pro­
viding a substitute education tha t will gradu­
ally lif t  us out of m ediocrity into the class of 
folks who know things. Tony, the bootblack, 
can help us; and so can Sam, the elevator man, 
and George, the truckdriver, and Bill, the mech­
anician. In  fact, everybody w ith whom we 
are brought in contact naturally  or w ith whom, 
by the exercise of a little  initiative or ingenu­
ity, we can be brought in contact, can teach us 
something w orth knowing. If  we prove poor 
learners because we w ilfully  remain unobserv­
ant and m entally obtuse, whose fau lt is it?
T H IN K  for yourself. Develop the critical faculty. Set up standards of appraisem ent on your own account. Don’t  rely too much 
on what others say and th ink ; rather, tru s t the 
evidence of your own eyes and your own rea­
soning pow er; use your common sense, too. 
Appraise men as you find them, conditions as 
you conceive them  to be, opportunity  as you 
visualize it. You will thus develop mental self- 
reliance, which is the basis of all leadership.
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authorized and done. I t  gave great 
satisfaction to the officials of the 
company. I t  also produced for his 
firm a fee ten times as much as 
the audit fee. W ith in  a year that young man, 
largely because of his dem onstrated ability to 
secure new accounting work, was made a part­
ner, being jum ped over the heads of th irty  
other accountants who were as able technicians 
as he.
The foregoing applies chiefly, of course, to 
senior accountants. Juniors, when they come 
upon a situation which they th ink  should be 
remedied, should discuss the m atter w ith their 
seniors, who, in turn, should exercise their judg­
m ent about calling the m atter to the attention 
of their firm and that of the client. Generally 
speaking, juniors should refrain  from taking 
the initiative in respect to all professional re­
lations w ith a client. A well-known account­
ant, who during his professional experience has 
employed hundreds of junior accountants, once 
stated to a placement agency the two main 
qualities tha t he looked for in a junior, thus, 
“ willingness to do as he is told, and ability to 
refrain  from talking too much.”
The m ajor consideration to be borne in mind 
should always be service to the client. New 
business, based prim arily on an accountant’s 
desire to increase his own fee, is tainted busi­
ness. Sooner or later, the firm th a t makes a 
habit of pu tting  its own immediate financial 
return  ahead of the client’s interests w ill fail, 
for good-will, as has been already said, is the 
most im portant asset that any Accountancy firm 
can accumulate.
In  securing new practice, it is not always 
necessary to attem pt to get authorization for a 
new piece of work, as a whole. Often, the in­
terests of the client are best conserved by mak­
ing a prelim inary survey of the work at a nomi­
nal charge, or by doing a small part of it, in 
order to show what results may be expected if 
all the work contemplated is done. This pro­
cedure, being relatively inexpensive to the cli­
ent, often proves to  be the best kind of ac­
counting promotion.
Then, too, there is nothing ethically improper 
in try ing  to make so favorable an impression on 
clients th a t they w ill th ink  of an individual 
accountant, and because of him, of his firm, in 
connection w ith  such accounting work as their 
friends may have in contemplation. A fter all, 
business association is based in part on friend­
ship. A ll other things being equal, we prefer 
to do business w ith  our friends. W hy should 
we not?
The ability to secure new clients, when actu­
ally demonstrated, often involves 
another question, which, in turn , 
has an ethical angle. Suppose an 
accountant gets an im portant piece 
of work while employed by a firm, and then de­
cides to branch out for himself. Is  he justified 
in taking his new client w ith him? Certainly 
not, unless he talks the m atter over w ith his 
firm and they are w illing that he should have 
the work. The same th ing  applies to doing 
professional work of a personal nature during 
off hours “ on the side.” Young accountants 
often th ink tha t th is sort of th ing is perfectly  
proper. Sometimes, firms do not object; the 
fair th ing to do, the “ ethical ” thing, is always 
to get a ruling from the employers, who, after 
all, are providing the opportunity  for profes­
sional experience and development.
So far as the practical application of the fore­
going m ajor suggestions is concerned, all the 
reader has to do is to look about him. He will 
find tha t many accountants whose knowledge 
and technical ability are freely adm itted have 
been employed for many years on a straight 
salary basis. An analysis of the facts w ill usu­
ally disclose that these men have demonstrated 
little  or no value as originators of new work. 
On the other hand, the reader will find that the 
proprietors of, or partners in, the m ajority of 
successful Accountancy practices have demon­
strated  the ability to a ttrac t new clients, either 
because of the superior quality of their work 
for present clients, or because of their skill in 
making friends that are likely to be useful to 
them  in a business way.
Therefore, if a young practitioner is ambi­
tious to go fast and far in the Accountancy pro­
fession, let him  give careful thought both to 
technical equipment and to the business side of 
his calling, but always w ith due regard for the 
requirem ents of professional ethics as laid down 
in th is article.
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TH E accounting stu ­
dent, early in his 
studies, speaks the 
technical language 
of the subject.
“ Double entry,” “ the funda­
mental equation,” “ debiting ” 
and “ crediting ” — these and 
other term s have worked their 
way into his vocabulary. Day in and day out, he 
uses them—in the classrooms, in discussions, in 
study, and perhaps in practice. Granting all this, 
however, it is pertinent to inquire into his un­
derstanding of these term s and expressions, and 
the method of study by which it was acquired— 
whether the objective has been complete mas­
tery  of principles, or merely superficial learn­
ing; whether the attack consisted of reasoning 
from premise to conclusion, or simply accept­
ance of statem ents and the memorizing of them. 
W hat course a student has followed, he, per­
haps, knows best. In  the present article, it is 
our purpose to speak plainly concerning these 
technicalities; to illustrate a m ethod of reason­
ing one’s way through the first lessons in ac­
counting, w ith the hope that the student will 
recognize tha t many of the complexities of ac­
counting study may be solved if he w ill but 
take the time to reduce them  to the simple 
parts of which they are composed.
W e lay the foundation for Double E n try  by 
establishing an equilibrium between properties 
and the rights or interests ranking against 
them. And why? Because it is a part of our 
bringing up to recognize that the very ex­
istence of property connotes a righ t to, or an 
in terest in, it on the part of some one. The 
moment we th ink of property, be it a passing 
automobile, a house, a building, a watch, or any 
conceivable article of value, instinctively our 
minds yield to the suggestion of an owner—of 
some person or persons interested in, or having 
a righ t to, that property.
This recognition of property righ ts w ith 
which we begin our study of accounting is not, 
therefore, a creation of double en try ; rather, is 
it the foundation stone upon which double entry 
has been raised. There is nothing about it pe­
culiar to accounting. I t  is an economic fact 
which Double E n try  has utilized as the soundest 
basis upon which to establish itself in the first 
place, and later to carry on its system of a full 
and complete record of business activities.
Let Us now consider a specific case. Sup­
pose John Jones, a sole trader, was desirous of 
opening a set of double-entry books, and that 
prelim inary investigation revealed the follow­
ing state of facts, namely, that he had on hand:
(1) Cash, $10,000.
(2) M erchandise—that is, goods which he 
bought for the purpose of resale—$8,000.
(3) Amounts due from customers, $3,000—a 
property value, since it represents a righ t to 
collect $3,000 from various customers.
Let us suppose, further, that of 
the $8,000 stock of merchandise 
now in his store, $5,000 was sold 
to him on time by another trader, 
A rthur Towne, the advance by the
said Towne constitu ting the only contribution 
from outsiders.
An arithm etical survey of the situation would 
lead us to form the following conclusion:
Jones has property rights, as follows:
Cash ...........................   $10,000
M erchand ise ................................................  8,000
Amounts due from custom ers...............  3,000
Total property under his contro l..........
Against which Towne has a righ t of 
re p a y m e n t................................................
The residue belonging to Jones, free 
and clear of any outside claim ..........
$21,000
5,000
$16,000
$21,000
In the m atching up of properties and the 
righ ts ranking against them, we find—
T o ta l p ro p erty  of 
B usiness O rgan ization
is accoun tab le  to 
tw o classes of persons
(a ) O u ts iders
(b ) In s id e rs  or 
P ro p rie to r
the former, for good business reasons, enjoying 
a preference over the latter.
P u tting  th is state of facts in the form of an 
equation, we have:
T otal Property =  Outsiders’ Rights +  Owner’s Rights.
One side of the equation shows the property, 
the other the rights ranking against the prop­
erty.
W e may now apply technical terminology. 
The property under the control of the business 
organization is known as “ assets.” The rights 
of outsiders—that is, the debts which m ust at 
some time be paid—are known as “ liabilities ” ; 
and the residue, representing the proprietor’s 
net equity in the business, “ capital ” (account­
ing). The equation may now be shown in tech­
nical form :
Assets == Liabilities -|- Capital (accounting) : 
or, by transposition of terms,
Assets — Liabilities =  Capital (to be trans­
lated, excess of assets over liabilities, not 
the difference between them).
The equation is usually arranged in a form 
known as a “ statem ent,” in which the assets, 
properly classified, valued, and arranged, ap­
pear on the left side, and the liabilities and 
capital, on the righ t side. The arrangem ent is 
purely arbitrary, and is followed, w ith few ex­
ceptions, by accountants the world over. The 
equation establishes financial condition—a sta­
tus—and its in terpretation is:
“ Here is the property, here are the persons 
interested in it.”
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W ith  a clear understanding of the importance 
of this equation as a fundam ental requirem ent 
of the double-entry procedure, we may now ad­
vance to the discussion of what is to take place 
after the organization gets under way.
W e must keep ever before our minds the fact 
of the existence of a fund of assets and rights 
ranking against it, viewing subsequent transac­
tions in the ligh t of the effect they will have 
on the equilibrium.
As a result of business operations, the fol­
lowing effects may be produced:
(1) The fund of assets may be increased; or
(2) I t  may be decreased; or
(3) There may be—
(a) a change in form of assets.
(b) a change of interests, that is, from 
outsiders to proprietor, or vice versa, 
or from one outsider to another, w ith 
no increase or decrease in the aggre­
gate fund.
F irst Possibility—Increase in asset fund:
Case No. 1—Suppose Jones made an addi­
tional investment of $5,000 cash—the fund 
would be increased, now reaching the $26,000 
mark. W ith  more property on hand, there 
m ust be more righ ts involved—in th is case, 
more proprietory rights, since the proprietor 
made the contribution.
Case No. 2—Suppose, further, Towne made 
an additional advance of merchandise on tim e— 
again the fund of assets would be increased. 
Consequently, the rights against the fund must 
be increased. In  th is case, however, it is the 
righ t of the outsider that m ust be increased.
W e m ight take care of these two cases by the 
ordinary process of arithm etical addition, for 
example—
Cash
Orig. $10,000   
+  5,000
Fund
Mdse.
Orig. $8,000 
+  3,000
Due from  
C ust’s
Orig. $3,000
In t’s in  the Fund
Tow ne’s
R ights
Orig. $5,000 
+  3,000
Jones’s
R ights
Bal. $16,000 
+5,000
$15,000 $11,000 $8,000 $21,000
R ecapitulation R ecapitulation
Total Assets $15,000 Total R ights $ 8,000
11,000 21,000
3,000
$29,000 $29,000
Note that the equilibrium still exists.
Second P ossibility:
Case No. 3—Suppose, at th is point, Jones pays 
Towne $6,000 in cash. There will be a decrease 
in the fund, due to the outgo of cash, conse­
quently, the rights m ust decrease. Here, the 
outsider’s rights are affected.
Case No. 4—Or, perhaps, Jones withdraws 
$1,000 in cash. Again the fund will be dimin­
ished, and the rights, too; the particular righ t 
to be decreased in th is instance being tha t of 
Jones.
In  the above cases, nothing more than the 
arithm etical process of subtraction is involved.
Fund
Mdse,Cash  Due from  
C ust’s
Bal. $15,000 $11,000 Orig. $3,000
— 6,000 (3)
$9,000 
- 1,000(4)
$8,000
R ecapitu lation  of Assets 
$ 8,000 
11,000
3,000
$22,000
Interests, e tc ., in  Fund
Jones’s 
R ights 
Bal. $21,000
Towne’s
R ights
Bal. $8,000 
— 6,000 (3)
$2,000
— 1,000 (4) 
$20,000
R ecapitu lation  of R ights 
$ 2,000
20,000
$22,000
Note that the equilibrium still exists.
Third  P ossib ility :
(Contingency a). Case No. 5—Suppose, now, 
our customers pay their balances in full. The 
total of assets remain the same—a mere change 
in form of $3,000 of them has taken place. Here 
the rights are affected only in so far as the 
character of the property is changed. The cal­
culations follow:
Fund of 
Assets
Mdse.
R ights 
in  the  Fund
Cash
Bal. $8,000 
+3,000
Due from  Towne’s 
C ust’s R ights
Bal. $11,000 Bal. $3,000 
—3,000
Jones’s
R ights
Bal. $2,000 Bal. $20,000
$11,000 0
R ecapitu lation  of Assets 
$11,000
11,000
R ecapitulation of R ights 
$2,000 
20,000
$22,000 $22,000
Note that the equilibrium still exists.
(Contingency b). These cases would embrace 
transfers of claims from one creditor to an­
o ther; the extinguishm ent of liabilities unac­
companied by the outgo of cash or other asset, 
etc. W e m ention them, only since they do not 
form any considerable part of accounting or 
bookkeeping work.
Reflecting on what has already transpired, we 
may say—
(1) In  relation to the m atter of properties 
and rights to, or interest in, those properties:
(a) T hat every increase in property is a t­
tended with a corresponding increase in rights.
(b) That every decrease in property  is a t­
tended by a corresponding decrease in rights.
(c) T hat mere exchanges, inasmuch as they 
affect the character of the assets and not the 
aggregate amount, work neither an increase nor 
a decrease in the rights.
In  other words, the rights fo llow  the fund  o f 
properties or assets much as the gauge follows 
the water level, as m ercury follows the tem ­
perature, or as the float follows the rise and 
fall of the tide.
(2) In  relation to the processes employed: 
that arithm etical addition and subtraction could 
have produced results.
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Though addition and subtraction will get us 
results, such procedure is unsatisfactory, be­
cause of its cumbersomeness and its failure to 
provide a means of determ ining at a glance the 
total increasing or decreasing effects in respect 
to  a given classification.
In  th is state of affairs, Double E n try  has 
come to the rescue w ith a sim pler and more 
scientific way of carrying on the work of addi­
tion and subtraction—the Account Method.
The Account may be said to be the double­
entry  expedient for carrying on, in a system atic 
way, the arithm etical processes of addition and 
subtraction. I t  collects, in relation to any given 
classification, increasing and decreasing effects 
of business transactions, setting  them up in op­
posing vertical columns, one on the righ t and 
one on the left of the page, each item of the 
one column, and the to tal as well, the very 
opposite of an item or to tal of the other.
For the tim e being, we shall pass over the 
full form of the account, considering only its 
most essential features (the Money columns 
them selves), and the aptitude of the account 
arrangem ent for carrying on addition and sub­
traction ; and that we may have specific facts 
before us, let us rerecord the transactions al­
ready considered, substitu ting the account for 
the arithm etical procedure.
Following the scheme of arrangem ent adop­
ted in the opening statem ent of condition, let 
us “ s ta rt ” the assets on the left side, and the 
liabilities and capital on the righ t side of the 
account. The accounts, as set up by our open­
ing entries, would appear as follows:
Gash Mdse. Due from Towne Jones, Cap.
C ust’s
(a)   (a)   (a)   ( a )     (a)
$10,000  $8,000  $3,000   $5,000  $16,000
Going back to transaction No. 1, we observed 
an increase in Cash and an increase in proprie­
torship. According to the Account Method, we 
shall record the increase of cash by a “ le ft ” 
entry  and the increase of proprietorship by a 
“ righ t ” e n try ; for the addition to cash par­
takes of the same nature as the original acquisi­
tion, and the addition to capital as of the origi­
nal contribution, th u s :
Account Procedure 
Cash Jones, Cap.
$10,000 
(1) 5,000 
Arithmetical Procedure 
Cash Jones, Cap
 $16,000 Corres- $10,000 $16,000
  5,000(1) ponding to (1) 5,000 5,000 (1)
$15,000 $21,000
In  No. 2, we have increased M erchandise and 
also the liability to Towne. Since merchandise 
is an asset account, the increase w ill be recorded 
by a “ left ” e n try ; and since the Towne account 
is a liability, the increase w ill be recorded by a 
“ righ t "  entry, th u s :
Account Procedure 
Mdse. Towne
  $5,000 
 3,000 (2)
Arithmetical Procedure 
Mdse. Towne
Asset Accounts Liability Accounts Capital Accounts
A cquisi­
tion
Reduc­
tions
De­
creases
Reduc­
tions
De­
creases
Incur­
rence
W ith­
drawal
Reduc­
tion
Contribu­
tions
Corres­
ponding to
$8,000 $5,000 Increases Increases Increases
3,000 (2) 3,000 (2)
$11,000 $8,000 Addition Subtrac­
tion
Subtrac­
tion
Addition Sub­
traction
Addition
$8,000 
(a) 3,000 
In  No. 3, we decreased Cash, an asset, by 
$6,000, and likewise a liability  to Towne for the 
same amount.
Now, if we recorded increases of assets by 
“ left ” entries, it is but common sense to record 
decreases of assets by “ righ t ” entries, th u s :
Account Procedure
Cash
Arithmetical Procedure 
Cash
$10,000   $6,000 (3) Corresponding to
(1) 5,000  
Balance $15,000
—6,000 (3)
$9,090
Again, as to the Liability Account, if we re­
corded increases of liabilities by entries on the 
right, the logical th ing to do is to record de­
creases on the left side of the L iability  Account, 
thus:
Account Procedure Arithmetical Procedure
Towne Towne
(3) $6,000   $8,000 Balance corresponding to Balance $8,000
  —6,000 (3)
$2,000
So in No. 4, the decrease of Cash would be 
recorded by a “ righ t ” entry. The decrease of 
Capital would be indicated by a “ left ” entry, 
since decreases and increases are items of an 
opposite nature, thus:
Account Procedure Arithmetical Procedure
Jones, Cap. Acct. Jones, Capital
(4)  $1,000 | $21,000 Balance Corresponding to $21,000 Balance
  — 1,000 (4)
$20,000
In  case No. 5, we exchanged one asset (the 
$3,000 due from customers) for another asset— 
Cash. The subtraction from the Customers’ 
(asset) Account—$3,000, by a “ righ t ’’-side en­
try, and the addition to the Cash Account by a 
“ left ” entry, the procedure would b e :
A ccount Procedure
Cash Due from  Cust.
Bal. $9,000 
(5)   3,000
  Bal. $3,000
  Corresponding to
Arithm etical Procedure 
Cash Due from  Cust.
Bal. $9,000 $3,000 Bal.
3,000 (5) 3,000 (5)
$3,000 (5)
$12,000 0
W e may now summarize, as follows:
Assets: acquisitions and increases (addition) 
on the left—decreases (subtraction) on the 
right.
Liabilities: original incurrence and increases 
(addition) on righ t—decreases (subtraction) on 
the left.
Capital: original contribution and increases 
(addition) on the righ t—decreases (subtrac­
tion) on left.
P u tting  th is summary in form, we have—
172
Double 
E n try  in 
Relation  
to Real 
Accounts
(Concluded)
Pace Student
October, 1920
W e have now form ulated the 
double-entry rule of addition and 
subtraction, known in accounting 
as the law of debits and credits, for 
we call, arbitrarily , if you will, the
left side the “ debit ” side of the account, and 
the righ t side the “ credit ” side. W hat we have 
spoken of as a “ left ” entry is nothing more 
than “ debit,” and a “ righ t ” entry a credit.
P u ttin g  the law in final and technical form, 
we may say:
D ebit:
1— To record acquisition or increase of assets.
2a—To record decrease of liabilities.
3a—To record decrease of capital.
Credit:
la—To record decrease of assets.
2— To record incurrence or increase of liabil­
ities.
3— To record contribution or increase of 
capital.
(Note the pairing—1, la ;  2, 2a; etc.)
W e may add to the above a ru le—
Debit and credit to record transfers from one 
account to another.
In  other words, a debit entry means the ac­
quisition or increase of an asset, or the decrease 
of a liability  or capital; and a credit entry, the 
setting  up or increasing of a liability or capital, 
and the decrease of an asset.
The above formulae are capable 
of handling any conceivable trans­
action that may be required to be 
entered on the books. Capital in­
crease and decrease entries remain
to be developed further. In  th is connection, it 
will be helpful to consider the ways in which 
capital may be increased or decreased, the types 
of transactions involved, etc.
In  conclusion, let us sum up the main points 
of our discussion. W e started w ith a balance 
between properties and righ ts against the 
properties—a fact existing independently of 
any accounting considerations. W e then saw 
that subsequent transactions had the effect of 
increasing or decreasing the properties, and, to 
a corresponding extent, the righ ts; that we 
could express these happenings by means of 
additions to, and subtractions from, the various 
members on either side of the equation; that 
the simple arithm etical treatm ent of the situa­
tion left many things to be desired ; that 
Double E n try  substitutes the Account Method 
for the arithm etical procedure of addition and 
subtraction; and, finally, that the law of debits 
and credits is nothing more than the law of 
addition and subtraction applied to the account 
—in short, that we have unearthed no new 
principles, but, rather, have treated old and 
fam iliar ones in a new way.
Letter
from
Cuba
J .H. C U E V A , an Extension stu­
dent in Accountancy, who is
* employed as stenographer and 
assistant bookkeeper by the Fran­
cisco Sugar Co., Francisco P ro ­
vincia de Camaguey, Cuba, recently 
wrote an interesting letter to Mr. 
Homer S. Pace. E xtracts from  Mr. 
Cueva’s letter fo llow :
“  Conditions in Cuba depend upon 
the locality where one lives. I have 
been at Francisco since November, 
1917. During crop time, from D e­
cember 1st to M ay 30th, the w ork­
men w ork in six-hour shifts, some 
doing three shifts a day. The office- 
force works only eight hours, un­
less there be need to work longer. 
During this time, I hardly leave my 
typew riter during the day, as I am 
the only stenographer and have to 
w ork continuously.
“  During the dead season— the 
summer months— I have to work 
on the analysis of each one of the 
accounts for the whole year, make 
out a complete typew ritten inven­
tory of the whole property and each 
piece o f machinery or apparatus by 
itself, and typew rite the manager’s 
report for that fiscal year, stating 
all the results as compared with the 
results o f the previous years. I 
also take care o f the daily mail, 
which is very small, but I have to
make progress reports as w ell as 
other reports that may come up.”
Mr. Cueva also refers enthusias­
tically  to the progress which he 
feels he is making through E xten­
sion study, despite the fact that 
there are no accountants near at 
hand whom he can question about 
perplexing phases of Accountancy.
H. V. H A L E Y , a form er student of 
Pace Institute, New York, is the 
accountant and office manager for 
the Niasco Chemical Company, of 
New M arket, New Jersey.
B E N J A M IN  E. W E S T E R V E L T , 
C.P.A. (N. Y .) , a graduate o f Pace 
Institute, New York, has entered 
the employ of The Am erican L oco­
motive Company as a tax specialist. 
Mr. W estervelt was form erly con­
nected with The Incom e-Tax Unit, 
Bureau of Internal Revenue, W ash­
ington.
A R T H U R  D O U C E T T E , a gradu­
ate of the D etroit Institute of A c ­
countancy (Pace Courses), who 
was recently appointed head of the 
research department of the Sher­
win-W illiam s Company, recently 
said, in a letter to Pace Institute, 
“  I am very glad to keep in touch 
w ith everything ‘ Pace ’ through 
The Student, which I always look 
forward to receiving each month.”
TH E  Foreign Trade D epart­
ment o f the National Park 
Bank of New Y o rk  announces 
that the Am erican Chamber of Com­
merce in Paris has prepared an ex­
tensive Catalog System  for the pur­
pose o f assisting French purchasers 
seeking Am erican goods, and bene­
fiting Am erican export trade in gen­
eral. This new form  of publicity 
is for the benefit of Am erican firms 
exclusively, and for a nominal 
yearly  fee, they are entitled to have 
their catalogs filed for the period 
o f one year, and their products reg­
istered under ten different headings 
in the catalog index. The Foreign 
Trade Department o f the National 
Park Bank w ill be glad to furnish 
additional information upon re­
quest.
B E N J A M IN  B R O W N , a graduate 
of Pace Institute, New York, has 
secured a position as senior ac­
countant on the technical staff o f 
The Pioneer Accounting Co., Inc., 
New Y o rk  C ity.
A L B E R T  V . B R IS T O L , Pace In­
stitute, New Y o rk  (Extension 
Course), has been advanced from  
chief factory  and cost accountant 
for the Am erican Hard Rubber 
Company, N ew  York, to the con­
trollership o f that company.
Foreign
Trade
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porations, associations, or individ­
uals ; to engage in any enterprise 
or exploitation that may be deter­
mined by the trustees appointed or 
chosen, as hereinafter provided; to 
manufacture chemicals, colors, fla­
vors, and dyes o f every kind and 
description.
(b) T o  act as agent or trustee 
in the care and management of real 
and personal property committed 
to it by deed o f trust, or other­
w ise; to receive for investment the 
funds o f any person, firm, corpora­
tion, or association, and to pay out 
the same as directed by such per­
son, firm, corporation, or associa­
tion, and to deal and trade in 
stocks, bonds, securities, goods, 
wares, and merchandise of every 
description.
(c) T o  take, purchase, convey, 
m ortgage, lease, or otherwise deal 
in, within or without the common­
wealth of Massachusetts, such real 
or personal property as the pur­
poses o f the trust may require.
(d) T o  do any and all of the 
things in this Declaration o f Trust 
set forth as business purposes, pow­
ers, or otherwise, to the same ex­
tent and as fu lly  as a natural per­
son m ight or could do, and in any 
part of the world, as principals, 
agents, contractors, trustees, or 
otherwise.
A rticle V III .  It shall be the 
duty of the trustees to keep full 
and proper books of account in 
such form  as distinctly to show all 
receipts and their sources, and all 
disbursements and their purposes; 
they shall open their books at all 
times during business hours to the 
inspection o f any shareholder and 
investor.
A rticle IX . The trustees shall 
have power to employ attorneys, 
agents, clerks, and a treasurer, and 
to fix the duties to be perform ed 
by them; to hire such office-room 
as they may deem expedient; to 
employ agents to procure contracts; 
to use and expend the monies of 
the trust in any w ay that in their 
judgment w ill advance the pur­
poses o f the trust or assist the ac­
complishment of its business; to 
deed, mortgage, lease by convey­
ance or other instrum ent; and to 
distribute ratably among the share­
holders, as dividends, such portion 
o f the net Income from  the trust 
estate as they may deem expedient. 
T heir decision as to the ratable 
proportion due the several share­
holders shall be final, and payment 
of any dividend to shareholders of 
record shall be conclusive.
A rticle X . A ll contracts and en­
gagements entered into by the trus­
tees, and all conveyances and in­
struments executed by said trus­
tees, shall be in their respective 
names, as trustees, shall provide 
against any personal liabilities on 
the part of the trustees, and shall 
stipulate that no other property
Pace Student
October, 1920
shall be answerable than the prop­
erty in the hands o f the trustees.
The trustees w ill, from  the prof­
its derived from the operation of 
the trust, declare, from  time to 
time, dividends when, in the judg­
ment of the trustees, it is advis­
able so to do. Dividends w ill be 
paid to such holders o f membership 
Certificates o f Interest as appear 
upon the books of the Association 
at least fifteen days before such 
dividends are payable. The trus­
tees w ill send notices o f the dec­
laration of such dividends and the 
closing o f the books to the mem­
bers of the Association of record 
at least thirty (30) days before 
such dividends are payable.
A rticle X I. The trustees shall 
not be answerable for each other, 
but each shall be answerable only 
for his own w ilfu l default or neg­
lect. No trustee shall be required, 
as such, to furnish bond or other 
security for the faithful perform ­
ance o f his duties.
A rticle X I I .  The office o f trus­
tee may be vacated by w ritten res­
ignation addressed to the remain­
ing trustees and delivered to one 
of their number, or by death or 
other disability.
A rticle X I I I .  A ny vacancy in 
the office o f trustee shall be filled 
by the remaining trustees by an ap­
pointment in w riting under their 
hands, and upon w ritten acceptance 
of these articles, said appointee 
shall be a trustee subject to all 
the provisions hereof.
A rticle X I V .  The trustees un­
der this agreement, now or here­
after holding office, shall deliver 
to their successors all books, pa­
pers, writing, and memoranda re­
lating to the business o f the trust, 
and shall execute such assignments, 
transfers, and other conveyances 
that may be deemed advisable or 
expedient to facilitate the transac­
tion of the business of the trust.
A rticle X V .  T his trust shall 
continue for the term of twenty- 
five (25) years from  the date 
hereof.
A rticle X V I .  The trust estate 
shall be distributed and conveyed 
by the trustees to the shareholders 
upon the termination of the trust, 
and further liab ility  o f the trustees 
to any person shall thereupon 
cease.
A rticle X V I I .  This Declaration 
of Trust, duly executed by W illiam  
D. Bend, James S. Strong, and John 
F. Roberts, trustees, when filed with 
the Commissioner of Corporations 
o f the state of M assachusetts, shall 
be binding upon all parties hereto.
IN  W IT N E S S  W H E R E O F , the 
said trustees have hereunto set 
their hands and seals in token of 
the acceptance o f the trust.
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William D. Bend
210 M ain Street, Cambridge,
Mass.
James S. Strong
726 Boylston Street, Boston,
Mass.
John F . Roberts
No. 1 Broadway, New  York
City, N. Y.
S T A T E  O F  N E W  Y O R K ) 
C O U N T Y  O F  N E W  Y O R K )
On this 7th day o f July, 1920, 
before me, a N otary Public in and 
for the county o f New York, per­
sonally appeared W illiam  D. Bend, 
James S. Strong, and John F. Rob­
erts, to me known and known to 
me to be the persons who executed 
the above instrument, and they ac­
knowledged to me that they exe­
cuted the same for the purposes 
therein mentioned.
Ernest Ernst
N otary Public in and fo r  the 
county o f N ew  Y o rk
(Seal)
The 'A rtic le  o f Association and 
Declaration of Trust, when duly 
executed, are both filed in the o f­
fice of the Commissioner of C or­
porations for the state o f M assa­
chusetts and become thereby pub­
lic records. No filing fees or or­
ganization tax is required.
The advantages of the commer­
cial trust are readily apparent. 
The greatest o f these is the free­
dom from corporate taxation under 
both Federal and state statutes. 
There is absolutely no individual 
liability  of the members of the A s­
sociation. The trustees are liable 
for a breach of their trust and for 
the debts they incur only to the 
extent o f the trust property or 
funds. The interest o f the mem­
bers in the Association is readily 
transferable. The trust affords an 
investment without the care of 
management. Offices may be main­
tained at any desired place, and 
business m ay be transacted in any 
state.
The future o f the commercial 
trust seems assured. States may at­
tempt to legislate against them for 
attempting to usurp corporate privi­
leges, and may endeavor to exer­
cise inquisitorial powers over them. 
These attempts, the w riter believes, 
w ill avail little. Such organizations 
are recognized as legal in M assa­
chusetts, and the United States 
Courts have determined their ex­
emptions from  the Federal corpo­
ration tax, and the trust feature 
which is the foundation of this 
kind of organization has been rec­
ognized, as have many of its prin­
ciples, both by the Common Law  
and by statutes throughout the 
states of the Union.
Lack o f physical exercise makes 
the m uscles so ft and flabby. Lack  
of mental exercise makes the brain 
soggy. K eep fit, physically, morally, 
and mentally.
Advice to 
Students T H E  follow ing is an excerpt from  a letter by Homer S. Pace to an Extension student. 
Since the paragraph discusses mat­
ters that may be of interest to 
other students, it is published be­
low :
“ W e usually advise students not 
to consider a change to public ac­
counting until they have covered 
three or four Sem esters’ work. Se­
m ester C, covered in accounting 
lectures from  X X I to X X X , inclu­
sive, deals w ith corporation matters 
that are especially essential in pub­
lic practice, and Semester D con­
tinues the constructive and cost 
work that is started in Semester B. 
T his training is especially desir­
able to enable one readily to un­
derstand systems of accounts, and, 
particularly, to be able to do the 
constructive work that may present 
itse lf in practice. H owever, many 
of our students have made the 
change earlier, and have been able 
to succeed, because o f their general 
education and intensive business 
experience. In any event, the best 
time o f the year is from October 
to February, because o f the de­
mand that exists for accountants. 
You should plan, therefore, on at­
tempting to make the change w ith­
in the next three or four months or 
to defer it until a year from  this 
fa ll.”
M ISS  B E A T R IC E  G. A R T H U R , 
who has just completed Semester 
A  of the Pace Accountancy Course 
at the Rochester Business Institute, 
recently passed an examination in 
the various subjects covered in the 
first Semester which was so notably 
good that she received the fo llo w ­
ing commendation from  Pace Insti­
tute: “ T his is one of the best ex­
amination papers that we have re­
ceived from any of our affiliated 
schools during the past five years.”
M ISS  E D IT H  E. W E IS S , gradu­
ate of Pace Institute, New York, 
recently resigned from  the Income- 
T ax  Unit, Department of Internal 
Revenue, W ashington, in order to 
join the technical staff of Loeb & 
Troper, accountants, auditors, and 
system atizers, New Y ork City. Mr. 
Loeb, the senior partner, is a Pace 
graduate.
J A M E S  J. H A S T IN G S , member 
o f the Accounting Faculty of Pace 
Institute, N ew  York, recently 
passed the New Jersey State C.P.A. 
examinations and received his pro­
fessional degree. Mr. Hastings has 
also been admitted to the Am erican 
Institute of Accountants.
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H A S K IN S  & S E L L S , certified pub­
lic  accountants, New Y o rk  City, 
and H. S. Champlin, certified pub­
lic accountant, Buffalo, N. Y., an­
nounce the consolidation of their 
professional accounting practices, 
to be conducted in the name of 
Haskins & Sells, and under the man­
agement in Buffalo of Mr. H. S. 
Champlin. Mr. Champlin w ill have 
associated w ith him Mr. E. E. L e f­
fler, form erly of the New Y ork  o f­
fice of Haskins & Sells, as super­
vising accountant. Mr. Champlin 
is w ell known to Pace students and 
graduates in Buffalo, by reason of 
the helpful lectures and talks that 
he has given them from  time to 
time.
H E N R Y  A. S IN G E R , Semester A, 
Pace Institute, New York, is spend­
ing four months in Europe, chiefly 
in Holland and Germany, in the 
business interests of The W ells 
Shipping Company, Inc., New York, 
of which he is the assistant secre­
tary.
C. C. F L A G G , Semester A, Kansas 
C ity  School of Accountancy, Law, 
and Finance (Pace Courses), has 
recently accepted a position as a 
junior accountant w ith W right, 
Mendenhall & W right, certified 
public accountants, Kansas City, 
Mo.
G E R A L D  V. SA M P SO N , a former 
student of the Kansas C ity  School 
of Accountancy, Law, and Finance 
(Pace Courses), has recently ac­
cepted a position w ith Grubnau, 
Bryant & Grubnau, manufacturers 
of zinc oxides, W aldo, New M ex­
ico.
R O B E R T  W . W IL S O N , a gradu­
ate of Pace Institute, New York, 
recently passed the C.P.A. exami­
nations set by the state of New 
Hampshire and received his pro­
fessional degree.
G. O. W A T E R M A N , Pace student 
(Extension D ivision), has joined 
the technical staff of L ovejoy, 
M ather, Hough & Stagg, certified 
public accountants, and has been 
assigned to their Havana office.
MR. and M RS. S. H. K O R N ­
B L U T H  announce the recent ar­
rival of a lusty son. Mr. Kornbluth 
is a student o f Semester- C, Pace 
Institute, N ew York.
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T H E  Kansas C ity  School of Accountancy, Law , and F i­nance (Pace Courses), Kan­
sas City, Mo., recently engaged as 
Registrar Mr. M illard M. R ice to 
fill the place made vacant by Mr. 
George P. Jackson, who resigned 
to devote all of his time to the 
practice of accounting in Kansas 
C ity, under the firm name of Geo. 
P. Jackson & Co.
C. S. B U R K H A R T , Semester A , 
Kansas C ity  School of A ccount­
ancy, Law, and Finance (Pace 
Courses), has accepted a position 
as junior accountant with J. M. 
McShane, C .P.A., of Kansas City, 
Mo.
A L P H O N S O  K O C H , Pace Insti­
tute, N ew  York, has entered the 
employ of the National C ity  Bank 
of New York. M r. K och has been 
appointed to important duties in 
the Com m ercial Credit Im port Sec­
tion of the Foreign Department.
W . R. D E A N , JR., Semester B, 
Kansas C ity  School o f A ccount­
ancy, L a w ,  and Finance (Pace 
Courses), has accepted a position 
as junior accountant with J. M. 
McShane, C.P.A., of Kansas City, 
Mo. Mr. McShane gives special 
attention to public utility  account­
ing.
M A JO R  E. L. O SB O R N , a gradu­
ate of Pace Institute, W ashington, 
recently passed the New Jersey ex­
aminations for the degree of Cer­
tified Public Accountant and was 
awarded his professional degree. 
M ajor Osborn is n o w  engaged in 
the professional practice of A c ­
countancy in New Y ork  City.
O. M. C A R T A L L , C.P.A. (M o.), a 
graduate of Pace Institute, New 
Y o rk  (Extension Course), was a 
recent visitor at the Institute. Mr. 
Cartall is a member of the firm of 
Kessler, Cartall & Company, cer­
tified public accountants, of St. 
Louis. Mr. Cartall is an Associate 
Member o f the Am erican Institute 
of Accountants.
C O R R E C T IO N — In the September 
issue of The Pace Student it is 
stated that the three questions and 
answers constituting the Question 
and Answer Department appeared 
in a recent pamphlet published by 
the Am erican Institute of Account­
ants. O nly the first question and 
answer should have been referred 
to in this w a y ; the second and third 
questions and answers originated 
from  a different source.
Pace Institute num­
bers among its graduates 
and students thousands of
men and women who have succeeded as
public accountants, tax specialists, controllers, treasurers, 
auditors, and general corporation executives—men and women 
everywhere who have made good, and who demand Pace-educated 
assistants.
Fifteen years of continuous teaching in New York and other 
cities have made available for Pace students:
Standardized, perfected texts and methods, nowhere avail­
able except in Pace Institute and affiliated schools;
Faculty of more than one hundred instructors, especially 
selected and trained for Pace Institute teaching;
Morale and backing of a great body of graduates and 
students—ten thousand resident school students, taught in small 
classes, with Seminar and personal tutoring for students who need 
special attention.
Evening and daytime classes will be organized in Pace Insti­
tute, New York, Washington, and Boston, in October. An invita­
tion is cordially extended to visit any one of the many classes that 
will be taught this month at Pace Institute in each of the above 
cities. Informative booklets will be supplied upon request.
Pace & Pace
W A SH IN G TO N  
715 G Street, N. W.
N E W  YORK 
30 Church Street
BOSTON 
Trem ont Temple
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